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Introduction

The higher education sector is experiencing an escalating pace of change. Even colleges
and universities with the greatest resources and strongest brands are confronting
change, particularly as a result of the digital revolution that is radically impacting
modes of learning and accessibility to knowledge. These changes are driven by market
pressures — Le., by the demands and expectations of students and faculty. Arthe
same time, all of higher education continues its evolution in response to ongoing

price pressures, to reduced governmental support, to growing competition from the
for-profit higher education sector, to its own ethical challenges, and to changes in the
regulatory environment. Boards, presidents, provosts and CFOs are addressing these
risks and challenges with new strategies and unique action plans that are a far cry from
traditional approaches to higher education.

The state of hgher education m 2012 is the first in Grant Thornton LLP's annual
series of white papers for colleges and universities, Our goal is to offer advice and
guidance for trustees and management of higher education institutions as they respond
to transformational change through strategic planning and enterprise risk management,
We highlight key issues and external forces that are impacting the higher education
community, and share trends and best practices, We hope you find this paper helpful as
a planning tool, Comments to frank.kurre@us.gr.com are always appreciated.

Tl s

Frank L. Kurre
Mational Managing Partner
MotforProfit and Higher Education Practices

This first edition of the State of Higher
Education is dedicated 1o Dennis Murray, the
Pracadent of Marist Calizge (Poughkeense,
P Work), Dennis was my inspiration in
evedining This first af what | expect wil

b an avwal publication. Dvar the past

33 years Dennis has served as president

of Marist. Through his keadership and

wision, Marist Cofiege has grown from a
lacal institugion to ane with an imemational
reputation for excelience The Frinceton
fierwiew named Marist one of the best 371
colteges n the counlry, and ther Schaol of
Management ore of the tap 290 business
schools in the warld, Forbes and The
Princetan Review call Marist one of the *25
most connected campuses” n Amenca

L5, Mews & Warld Report consistentty
places Marist in its top tier. Hipinger's
Persanal Finance Magazine and Barron's
caled Marist Colege ane of the nation’s
best buys in calege educatian, Yahoo!
idternet Lile magazng selectid Marist for

its st of the 1000 mos| wired campuses in
the mation. The John Templeton Foundation
placed the Coliege on its e hanor roll of
only 100 academic institufions noted for
teaching characier davalapment. Careers
angd Coleges magazine picked Manst as one
of 14 “schools that rde,” providing *strong
scademic programs, terrle prefessars, &
witarant stuckent ife, [and] other cpportunises
far parsanal develoomant.” My webe and | are
proud Marist parents and have sean firsthand
that these accofadas are well desenved tor
the Colege and Prasident Murray.
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Education 1s becoming
(19 . 3
anytime and anywhere

Larry Ladd, Director, Higher Education Practice, Grant Thornton LLP

This past year demonstrated once again that higher education is
becoming dissociated from geographical limitations. Those who
think to themselves “MIT is in Cambridge” don’t see the full
picture: In addition to providing classes at its physical location,
MIT now offers online access to courses, along with cernificates
documenting completion of those courses. The university will
soon “*host a virwal community of millions of learners around the
world."™ But leaping over boundaries isn’t limited to Web-based
ourtreach, For example, Boston-based Northeastern University,
like many other institutions of higher learning, has established

a branch campus far from its nominal location, Northeastern is
opening one campus in Charlote, N.C,, and plans w open more
in Seartle, Wash,, and elsewhere. Sebastian Thrun, formerly a
tenured professor of computer science at Stanford, has quit his
job ta establish Udaciry, which will offer low-cost online classes.?
Southern New Hampshire University, which is a small college if
you look at its campus, has more than 7,000 online students and
is expanding rapidly. It has already become "the second-largest
online education provider in college-saturated New England,”
according to The Chronidle of Higher Eduncation.’

In going where the students are rather than expecring the
students to come to them, these institutions are following the
examples already set by for-profit entities such as the University
of Phoenix and the Education Management Corporation. While
many think only of the online component of for-profits such
as these, they also have significant land-based presences, And
because these for-profit institutions locate their classes where
their students are, they move from locale to locale as the market

changes. For that reason, they lease space rather than constructing
buildings, frecing capiral to be used for other purposes.?

Intermediary entities are emerging to facilitate the sharing of
knowledge and courses berween faculty and students, sometimes
through a formal instimtion and sometimes not, In one example,
The Faculty Project, established by start-up Udemy, allows
faculty at elite colleges and universities to provide their courses for
free over an online platform.® Through online learning, students
attending even the smallest universities will have access to some
of the best courses and faculty in the world. And even at the K-12
level, online and distance learning are establishing a beachhead.®

AMeereditors are serambling, trying to figure out how o
protect quality in the new online world.” And the LLS. News &
World Repore is scrambling for ways to fit online programs into
its ranking system.?

Colleges and universities that stay landlocked and bound
1o only face-to-face classroom learning will quickly find that
they are out of step with the expectations of their students and
faculty — and that they are losing both students and faculty to
the new world that is emerging,

| Parry, Marc. ST Wil Offer CeriSicates to Outside Students Wi Tahe Hs Online Courses,” The Chronicle of Migher Educaton, Dec, 18, 2011,

# DeSantis, Mck, "Stanford Probesser Gives up Teachng Posifion, Hopes to Reach 500,000 Studants 21 Oaline StartUp,” The Chronicle of Higher Educabon, Jan. 23, 2012,
Avaiizhle at chromicle.comyblogswiredcampus,/stanfard professor-gaes-up-teaching postion hopesoreach S00000 students-atanbne slart o351 35,

3 Parry, Marc. “Onlre Venture Energizes Vulnerabie College,” The Chronicle of Hagher Educadion, Aug. 28, 2011,

¢ Lewin, Tamar. *Joming Trend, Colege Grows Beyond Mame,” The New Yock Tenes, Doc. 27, 2011,

5 Wolowich, Steve, “Free Courses, Eite Coleges,” kside Higher Ed, Jan. 27, 2012,

& Layton, Lyndsey, and Brown, Emma, "Virtual Schoals Are Multiphing, But Same Question Therr Educational Vaie,* The Washingtan Post, Nov. 26, 2011
T esderman, Eric. “Online Programs Face Mew Demands From Acoreditors,” The Chronicle of Higher Edacation, Mov. 6, 2011,
& DeSanks, Mk, "U.5. Mews Szes up OnlineDegree Programs, Without Specying Wich & No. 1.7 The Cleonicie of Higher Edvcation, lan. 10, 2012

2 The state of hgher education n 2012



Technology will continue to
transform your institution

Larry Ladd, Director, Higher Education Practice, Grant Tharnton LLP

The technology revalution is oceurring within colleges and
universities more than in any other industry, led by students
and faculty always looking for better ways to learn, to teach and
to conduct research. Administrations are following their lead.
Colleges and universities are integrating I'T into their educational
offerings, back-office administration and marketing methods.
According to fuside Higher Ed's Lev Gonick, “This past year's
experimentation by Stanford’s much-publicized global offering
to tens of thousands of learners around the world followed by
MIT"s MITx initiative™ demonstrated the seismic shift in how
even our most storied institutions are embracing technological
innovation to do more with less,

The increased pace of this innovation is in part a response
to cconomic pressures, Tuition costs and student debt levels are
climbing higher each year, while public investment in higher
education is being scaled back. Tt may be only a matter of time
before the aggregate weight of an old-school cost structure
becomes unsustainable.

Technological innovation is laying
the foundation for broad curricula,
numerous delivery methods

and unlimited network access to
knowledge sources unbound by
geographical limitations.

Change is called for, and technology could prove 1w be
part of the solution by bringing down the cost of administering,
marketing and delivering education to a broad spectrum of
learners, Technological innovation is laying the foundation
for broad curricula, numerous delivery methods and unlimited
netwark access to knowledge sources unbound by geographical
limitations, This same innovation represents the way to
keep our higher education institutions relevant in today's
global community.

With the adoption of each new application or system
solution, higher education’s dependence on IT grows as a way
to reach distance learners, reduce costs and enhance the overall
learning experience. As educators seek long-term solutions to
today’s pressing problems, technology has the potential to be
many things to many institutions,

As changes to IT are rolled out, even more possibilities
for teaching and connecting with students — and keeping
them safe — emerge. Technology is a laboratory for change
in higher education. Whether an institution leads or follows
the technological charge, the competitive, economic and social
pressure to embrace digital innovation grows each year,

Oniine education

Online education, also known as distance education, uses the
Internet to provide an interactive, dynamic learning space

that may integrate conference call technology with browser-
enabled applications. Students can interact with teachers and
other students via the Web, watch video lectures of premier
instructors, and gain access to digitized texts. Advocartes of
distance learning contend that online professors are able to spend
less time preparing materials and more time teaching students
how to interpret and use information.

* Gonick, Lev. “The Year Ahead in T, 2012," lnside Migher Ed, Jan. 3, 2012 Avaiiable 21 www irsidehigherad comAsews, 200 1,001,085 /ponick
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Whether spurned as a low-quality learning alternative or
praised for its potential to reach more learners, the prospect
of online education tends to elicit strong emotions and widely
differing viewpoints, The argument about whether Web-based
tools do indeed facilitare high-quality education in a secure
environment has by no means been sertled, "By taking advantage
of technology, we can deliver more individualized learning
and in so doing improve learning and reduce costs,” says
Robert W. Mendenhall in The Chronicle of Higher Education.

The debate over quality, though, may be losing some of
its heat, given the release of recent studies that affirm the high
caliber of online offerings. A 2010 meta-analysis and review of
distance educarion studies published by the US. Department
of Education concluded that “online learning was as good
as or slightly more effective than traditional face-to-face
instruction.™" And officials at institutions of higher learning are
somewhat confident about the prospects for distance education:
About 50 percent of college presidents responding to a recent
Pew Research Center survey expect that in 10 years” time, the
majority of students will take at least one college course online,
compared with 15 percent of students today.”

As online learning evolves, distance education is expanding
the delivery options and learning strategies available to
institutions and students. In Chicago, one school has abandoned
instructor-led, classroom-based courses altogether, instead
relying on sereen time to deliver aceredited materials and real-
time teaching at 2 lower cost. The New York Times reports that
lower cost and greater accessibility prompred the AFL-CIO
to partner with the National Labor College and The Princeton
Review to create a new aceredited degree-granting online
institution devoted to educating the federation’s 11.5 million
members and their families.” “With classes priced competitively
o community colleges, the option is cheaper than most four-year
colleges and for-profit schools,” Steven Greenhouse writes. !

The use of hybrid learning environments that blend
classroom and online instruction is growing, as well. Under this
model, students may come to campus for an intensive period
of face-to-face instruction over 2 span of days, evenings or
weekends, after which distance learning addresses the remainder
of the coursework. This format usually reduces facility costs
and minimizes disruption to students balancing the demands of
school and work.

As online learning channels broaden in scope, quality and
accessibility, leaders in higher education face challenges on a
variety of fronts:

Loss of location advantage. Location becomes increasingly

less relevant to students and faculty when learning is delivered
online, Having only a single land-based campus will become a
strategic and recruiting challenge. In the United States alone,
there are more than 3,500 colleges and universities, all of which
— until recently — have been held captive by their location. The
location of a campus and the attributes of 2 college town become
less important when courses are available anywhere, anytime.

Strong brands’ power grows. The proliferation of low-cost
disrance educarion alternatives threatens o undarmine school
branding. For the first time, students are gaining Web-based
access 1o courses at some of the most prestigious schools in the
United States, including MIT and Harvard. By offering free or
discounted online courses that grant certification to students
who are not otherwise enrolled there, institutions such as these
extend their powerful brands into the market space of ather
eolleges and universities.

On the other hand, these trends present opportunities for
colleges and universities 1o expand well bevond their campus
footprint into a global community of learners. In its current
iteration, online educartion is an equal-opportunity phenomenon:
All colleges and universities have a similar opportunity to ke in
learners far outside the geographical area from which they have
traditionally drawn their sudent body. Smaller schools can act
big by using technology to benefit from inbound marketing,

For example, a student in Kenya who is interested in architecture
i5 able 1o find and apply for instructor-led online courses at the
Boston Architeerural College.

Digital information
The advent of the digital age has altered the way we receive and
disseminate informarion. Whether it is health records, student
records or Google Does, digital information is rapidly leveling
the knowledge playing field among colleges and universities.
The days when a world-class library was a selling point for
students and alumni are disappearing. Harvard's once-sizable
competitive advantage from its libraries is being whictled away
as its collections are digitized and made accessible to students,

10 Mendenhall, Robert W, “How Technology Can impeove Online Lesrning — and Learing in General” The Chromele of Higher Education, Mow. &, 2011,

1 i

12 ¥oung, seflrey . “Tollege Presidents Are Bulish on Onine Educabon But Face a Skeptical Publc,” The Chrontle of Righer Edvcabion, fug. 28, 2011
12 Grigrhause, Steven. "AF.LC.L0. Creates Onine Colege for Usion Famiies,” The Mew York Times, Jan. 15, 2000,
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faculty and the global communicy. Sixty-two percent of college
presidents responding 1o the Pew Research Center study say
that more than half of students’ textbooks will be digital in 10
years.'® The extent to which an institution’s collections have
been digitized — and are therefore aceessible online — and the
breadth of the instinntion’s shared network mareer far more than
the texts sitting in the stacks,

Social media

Social media applications are also transforming the look and

feel of higher education. Facebook, LinkedIn and Twitter

arc creating communitics of leamners where education and
contemporary culture intersect. Students, alumni and faculey
long used to Blackboard and other course management software
for facilitating the give-and-take of information suddenly have
new forums for small-group meetings and discussions, and
additional channels for delivering learning materials,

Social media delivery models lower barriers o
communication. Students too shy to speak out in class are more
apt to offer up their viewpoints via Facebook, tweet a link to
a topical article, or join one of LinkedIn’s many professional
discussion groups to test real-warld applications of classroom
learning. The challenge for higher education 1s determining how
to harness that opportunity to creare communities, distribute
materials, and provide leading-edge exchange platforms that
matter to today’s learncrs and prospective students,

Moblle devices

Students are prepared to use smartphones and rablets 1o navigate
institutional resources and use campus services.” Colleges and
universities are responding with mobile applications that put
education on devices students prefer,

Moare technology providers than ever before offer maobile
applications. Institutions of higher learning have made
significant gains in deployving mobile apps over the past year
alone. The Campus Computing Survey asked colleges and
universiies whether they were using mobile apps or planning
to do so during the next academic year. The survey found that
the number of public four-year colleges that expected to go
mobile or had already done so had grown substantially, from
17.8 percent in fall 2010 to 43.6 percent in fall 2011. Of public

universities surveved, 55.3 percent deploy or plan to deploy
mohile apps, versus 32.5 percent last year. The number of
private institutions saying they offer or will soon offer mobile
apps increased from 42.2 percent in 2010 to 50 percent in
2011, while the number of communiry colleges using mobile
apps or planning to do so rose from 12.4 percent in 2010 1o
40.9 percent in 20117

Thiz data bears out our belief that the affordable cost of
going mobile will lead more colleges and universities to adopt
applications that deliver instant messaging and on-the-go
learning support,

Cloud computing

Cloud computing has not seen nearly the bump in use that
mobile applications have. It is, however, expected to evolve
rapidly over the next five to 10 years.'"® Providers of cloud
computing are already making inroads into the academic marker,
replacing servers and data storage at institutions of higher
learning. Cloud computing puts shared resources, software

and information on the Internet to be managed by commercial
providers. Practically speaking, cloud computing allows colleges
and universities to select enterprise activities to move off campus
for faster, cheaper or safer accessibility."

5 Young, Jefirey R. "College Prasidents Are Bulbsh on Onfine Education But Face a Skeptical Public,” The Chvanicle of Higher Education, Aug. 28, 2011,
1 Tha Canpus Compusng Project, The 2011 Campus Computing Survty, Octobier 2011, Mvsabie at wew campuscompuling net/survey,
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Moving to the cloud “makes less relevant where work
happens and where data is stored.” While in theory institutions
lose control of information they no longer house, many of them
are drawn to cloud computing for the simplicity of offloading
management responsibility — and its actendant headaches — for
high-use operations such as data storage and email. Aceording
to the Campus Computing Survey, more than one-fifth of
campuses (21 percent) have plans for cloud computing, up from
15 percent in 2010; use of the cloud is beginning with email and
calendar functionaliy.

Campuses have been slow to move operational and research
functions to the cloud. Just 4.4 percent of Campus Computing
Survey participants report that their eampus has moved or is
moving to cloud computing for administrative system services.2
Mast confidential student, finzncial and HR information
continues to be stored on in-house servers,

Key computing activities will be among the last to move
to the cloud. As products and security improve, even mission-
critical operations will migrate to lower-cost, higher-capacity
computing in the cloud.

Long-term technology policy
Technology is on the leading edge of change at institutions of
higher learning, Despite well-documented IT budget cuts at
colleges and universities, leaders in higher education can harness
this change by casing into relevant technology that best meets
economic, social or administrative challenges.
Both social media applications and mobile devices have
a relatively strong presence on eampuses today, thanks to
low entry barriers, shared infrastrucrure and costs, minimal
management overhead, and immediate access to information,
For a generation of hyperconnected students, social media
applications and mobile devices are expected forms of
interaction. Admissions personnel who answer to this
demographic have embraced these technologies in order to drive
marketing efforts and broaden communication channels.
Already most institutions are established on Facebool,
LinkedIn and dozens of other social media websites that provide
always-on communication channels for streaming campus
news and delivering educational content and course updates.

Faculty and staff aren’t far behind, adapting these same channels
to disseminate information about academic, social, safery and
wellness, transportation and administrative services.

Large-scale digitization efforts have been primarily
marker driven, as well. As text becomes digitized elsewhere,
institutions are aggressively catching up, converting print into
bytes and libraries into study halls. Educators are planning
curriculs and research projects around the extraordinary amount
of digitized information that is now available, Students care
about access to information, forcing the higher education sector
tor focus on making sure they have the right tools to gain this
access. The smooth integration of online learning and cloud
computing requires long-range planning, Leaders in higher
education should take the opportunity to learn about these
technologies now in order to anticipate change and stand
out from the competition,

To approach distance education serategically, leaders should
take a look at what competitors are doing and find ways 1o adapt
learning environments according to the image and competitive
advantages the institntion wants to promote. An action plan
may be as simple as assigning to an individual or 2 commirtee
the responsibility for selecting technological applications,
determining the appropriate implementation method, and
tracking progress toward IT goals, Similarly, leaders should ease
into the cloud with a plan in mind, particularly when it comes
time 1o adedress security concerns. This plan should saristy the
risk tolerance of trustees, while encouraging them to accept the
cloud and keep the institution moving forward,

Instittions thar view IT as a tool to further the mission
of higher education — and institutions that have a plan in
place for assessing and implementing relevant rechnologies —
can create a purposeful learning environment for the next
generation of learners.

# Higrite, Kari; Katz, Rchard M; and Yanoshy, Ronald. Shaping the Migher Education Cloud EDUCALSENACUBO white paper), May 2010,
4 The Campus Comguting Project. The 2011 Campus Computing Sunvey, October 20011, Availabla at www campuscomputing net/ sy,
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Access and aftordability

Larry Ladd, Director, Higher Education Practice, Grant Thormton LLP

Calls for making higher education more affordable continue to
escalate, with President Barack Obama's most recent State of the
Union address being a noteworthy example.

A college education is increasingly unaffordable for many
students and their parents. The annual cost of a private college has
grown from under 80 percent of per capita income to 112 percent
since 1980, and the cost of a public college has risen from less than
40 percent to 49 percent.” Average student debt per borrower at
a private college was $22,300 in 1999 — 2000, as compared with
$26,100 in 2008 — 09 (the most recent academic year for which
statistics were available), according to the Federal Reserve

The federal government provides the bulk of undergraduate
student aid through loans (43 percent), Pell grants (18 percent),
grant programs other than Pell {8 percent), cducation and
tax credits (4 percent) and work-study (1 percent). Of all
undergraduate student aid, 6 percent comprises state granis.
These aid programs are prime targets in government deficit
reduction strategies and are unlikely to survive at their present
levels, putting more pressure on affordability.

Although calls for government regulation of educational
costs (or, aliernatively, for incentives to reduce those costs, as
President Obama has proposed) have intensified over the past
decade, we believe that self-regulation of prices by colleges
and universities remains the best solution.

2 Mickatts, Lowel R %5 a Colege Cag and Gown a Financial Ball and Chain®™ Liber8* Econamic infarmation Mewsfetter (Reseanch Library of the Federal Reserva Bark of 51 Lows), August 2011,
el
™ Baum, Sandy; Payea, Kathéean; and CardenasERot, Diane. Trands in Student A 2010 (College Board Advocacy & Palicy Cantar), p. 11, 2010,
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